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(3) Provide living expenses for family
members of an individual borrower or a
wage of the farm operator in the case
of an entity borrower which is in ac-
cordance with the essential family
needs. Family members include the in-
dividual borrower, or farm operator in
the case of an entity, and the imme-
diate members of the family who reside
in the same household.

Hazard insurance means coverage
against losses due to fire, windstorm,
lightning, hail, explosion, business

interruption, riot, civil commotion,
aircraft, land vehicles, marine vehicles,
smoke, builders risk, public liability,
property damage, flood or mudslide,
workman’s compensation, or any simi-
lar insurance that is available and
needed to protect the security, or that
is required by law.

Household contents means the essen-
tial household items necessary to
maintain viable living quarters such
as: stove, refrigerator, furnace, couch,
chairs, tables, beds, lamps, clothes, etc.
The term excludes all luxury items in-
cluding jewelry, furs, antiques, paint-
ings, etc.

Livestock means a member of the ani-
mal kingdom, or product thereof, as de-
termined by the Agency.

Majority interest means an ownership
interest of more than 50 percent of the
entity.

Non-essential asset means those assets
in which the applicant has an owner-
ship interest that do not contribute a
net income to pay essential family liv-
ing expenses or to maintain a sound
farming operation and are not exempt
from judgment creditors or in a bank-
ruptcy action.

Nonfarm enterprise means any non-
farm business enterprise, including
recreation, that is closely associated
with the farm operation and located on
or adjacent to the farm and provides
income to supplement farm income.
This may include, but is not limited to,
such enterprises as raising earth-
worms, exotic birds, tropical fish, dogs,
and horses for nonfarm purposes, weld-
ing shops, roadside stands, boarding
horses and riding stables.

Normal production yield means:

(1) The per-acre actual production
history of the crops produced by the
farming operation used to determine

7 CFR Ch. VI (1-1-07 Edition)

Federal crop insurance payments or
payment under the Non-Insured Assist-
ance Program for the production year
during which the disaster occurred;

(2) When the actual production his-
tory is not available, the applicant’s
own production records for the pre-
vious three years will be used. If the
applicant’s production records are not
available, the records of production on
which FSA farm program payments are
made that are contained in the appli-
cant’s farm program file, for the pre-
vious three years will be used;

(3) When the production records out-
lined in paragraphs (a) and (b) of this
definition are not available, the county
average production yield will be used.

Owner means those persons with an
interest in the entity as a stockholder,
partner, member, or joint operator.

Physical loss means verifiable damage
or destruction with respect to real es-
tate or chattel, excluding annual grow-
ing crops.

Production loss means verifiable dam-
age or destruction with respect to an-
nual growing crops.

Quarantine means a quarantine im-
posed by the Secretary under the Plant
Protection Act or animal quarantine
laws (as defined in section 2509 of the
Food, Agriculture, Conservation and
Trade Act of 1990).

Security value means the Agency-es-
tablished market value of property
(less the value of any prior liens) used
as security for a loan under this part as
of the date of the closing of the loan.

United States means each of the sev-
eral States, the Commonwealth of
Puerto Rico, the Virgin Islands of the
United States, Guam, American
Samoa, and the Commonwealth of the
Northern Mariana Islands.

Working capital means cash available
to conduct normal daily farming or
ranching operations including, but not
limited to, feed, seed, fertilizer, pes-
ticides, farm or ranch supplies, cooper-
ative stock, and cash rent.

[67 FR 795, Jan. 8, 2002; 67 FR 7941, Feb. 21,
2002, as amended at 68 FR 7695, Feb. 18, 2003]

§764.3 Emergency loan funds uses.

(@) Physical losses—(1) Real estate
losses. Emergency loans may be used to
address the needs of the farming oper-
ation associated with physical losses of
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essential real estate that were the re-
sult of a disaster to:

(i) Acquire or enlarge the farm, as
specified in §1943.16(a) of this title, as
long such acquisition or enlargement
does not cause the farm to exceed the
requirements for a family farm;

(ii) Replace or repair buildings or
other structures which are essential to
the ongoing viability of the operation.
The Agency will finance such replace-
ment or repair only to the extent that
the structures conform to industry
standards and meet the needs of the op-
eration and intended purposes of the
structure.

(iii) Pay for activities to promote
soil and water conservation and protec-
tion on the family farm as specified in
§1943.16(c) of this title;

(iv) Pay loan closing costs related to
acquiring, enlarging, or improving the
family farm as specified in §1943.16(d)
of this title, that an applicant cannot
pay from other sources;

(v) Replace land or water resources
on the family farm which resources
cannot be restored;

(vi) Pay costs associated with land
and water development for conserva-
tion or use purposes;

(vii) Establish a new site for farm
dwelling and service buildings outside
of a flood or mudslide area; and

(viii) Replace land from the family
farm that was sold or conveyed as a di-
rect result of the disaster, if such land
is necessary for the farming operation
to be effective.

(2) Chattel losses. Emergency loans
may be used to address the needs of the
farming operation associated with the
physical losses of essential chattel that
were the result of a disaster to:

(i) Purchase livestock and farm
equipment, including but not limited
to quotas, and cooperative stock for
credit, production, processing, or mar-
keting purposes;

(ii) Pay customary costs associated
with obtaining, planning, and closing a
loan that an applicant cannot pay from
other sources (e.g. fees for legal, archi-
tectural, and other technical services,
but not fees for agricultural manage-
ment consultation and preparation of
Agency forms);

(iii) Repair or replace essential house-
hold contents damaged in the disaster;
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(iv) Pay the costs to restore
perennials that produce an agricultural
commodity, to the stage of develop-
ment the damaged perennials had ob-
tained prior to the disaster;

(v) In the case of a farming operation
that has suffered livestock losses not
from breeding stock, pay essential
farm operating and family household
expenses; and

(vi) Refinance debt (in the case of
Farm Loan Program loan debt, as long
as the applicant has not refinanced the
loan more than 4 times).

(b) Production losses. Emergency loans
may be used to address the losses of
the farming operation associated with
production of agricultural commodities
(except the losses associated with the
loss of livestock) of the farming oper-
ation that were the result of a disaster
to:

(1) Pay costs associated with reorga-
nizing the family farm to improve its
profitability except that such costs
shall not include the payment of bank-
ruptcy expenses;

(2) Pay annual operating expenses,
which include, but are not limited to,
feed, seed, fertilizer, pesticides, farm or
ranch supplies, cooperative stock, and
cash rent;

(3) Pay costs associated with Federal
or State-approved standards under the
Occupational Safety and Health Act of
1970 (29 U.S.C. 655 and 667) if the appli-
cant can show that compliance or non-
compliance with the standards will
cause substantial economic injury;

(4) Pay training costs required or rec-
ommended by the Agency;

(5) Pay essential family household
expenses;

(6) Refinance debt (in the case of
Farm Loan Program loan debt, as long
as the applicant has not refinanced the
loan more than 4 times); and

(7) Replace lost working capital.

§764.4 Eligibility requirements.

(a) General borrower eligibility require-
ments. An applicant for an Emergency
loan must meet the following require-
ments:

(1) Legal capacity. The applicant must
have the legal capacity to incur the ob-
ligation of the loan.

(2) Citizenship. (i) The applicant must
be a citizen of the United States, a
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